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OATH OR AFFIRMATION

-I,.__Charles P. lazzaro , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

First Wall Street Corp. ‘ , as
of _December 31 , 2004 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprletary interest in any account
cla551ﬁed solely as that of a customer, except as follows:

KM KIEFER L% 7
Commission # 1374011 & /
Z
>

‘_ Notary Public - Catifornia Signature

7 San Dlego Coun’ry g

Charles P. Lazzaro
President

Title

This report ** contains (check all applicable boxes):

@ (a) Facing Page.

@ (b) Statement of Financial Condition.

@ (c) Statement of Income (Loss).

@ (d) Statement of Changes in Financial Condition.

@ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

& (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

B (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

0O () Information Relating to the Possession or Control Requirements Under Rule 15¢3-3,

B () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

& (1) An Oath or Affirmation.

g (m) A copy of the SIPC Supplemental Report.

X

*

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent auditors report on internal ‘accounting control -
*For conditions of confidential treatment ofcertam portions of this filing, see section 240.17a- 5(e)(3)




RUSHALL REITAL & RANDALL

CERTIFIED PUBLIC ACCOUNTANTS

400 SOUTH SIERRA AVENUE
SUITE 200

. P.O. BOX 643
Independent Auditors' Report SOLANA BEACH, CA 92075

PHONE (858) 755-5131
. . ' FAX (858) 755-5374
Board of Directors

First Wall Street Corporation
La Jolla, California

We have audited the accompanying statements of financial condition of First Wall Street Corporation (an S
Corporation) as of December 31, 2004 and 2003 and the related statements of income, changes in
shareholder's equity, changes in liabilities subordinated to claims of general creditors, and cash flows for the
years then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These
financial statements are the responsibility of the Company's management. Qur responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of First Wall Street Corporation as of December 31, 2004 and 2003, and the results of its operations
and its cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementary information contained on pages 16 through 19 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audits of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

fushall R 2ol § Romolodf

February 9, 2005



December 31, 2004 and 2003

FIRST WALL STREET CORPORATION
STATEMENTS OF FINANCIAL CONDITION

ASSETS

Current assets
Cash and cash equivalents $
" Marketable securities
Commissions receivable
Prepaid expenses
- Prepaid taxes

317,122
396,160
724,674
298,033
9,909

1,745,898

2003
1,106,805
0
981,275
290,570
0

Property and equipment
. Furniture and fixtures
- Automobile
Less accumulated depreciation

141,322
105,789
(131,376)

2,378,650

115,735

135,269
105,789
(107,687)

133,371

Other assets
Deposits

6,275

1,867,908

6,275

2,518,296

4

See accompanying notes to financial statements.



FIRST WALL STREET CORPORATION
STATEMENTS OF FINANCIAL CONDITION

December 31, 2004 and 2003

LIABILITIES AND SHAREHOLDER'S EQUITY

200

961,340

248,283
2,091
4,500

1,216,214

60,000
1,242,082

1,302,082

2004
Current liabilities
 Commissions payable $ 615,049
Accrued expenses 74,967
Income tax payable 0
’-Deferred income taxes 4,500
694,516
Shareholder's equity
. Common stock, no par value;
- 10,000,000 shares authorized, 600,000 shares
“issued and outstanding 60,000
Retained earnings 1,113,392
1,173,392
$ 1,867,908

See accompanying notes to financial statements.
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FIRST WALL STREET CORPORATION

STATEMENTS OF INCOME

Years Ended December 31, 2004 and 2003

Commissions earned
Interest and dividends earned

Loss on sale of trading securities

Salaries and related expenses
Brokerage, clearing and exchange fees
Occupancy and equipment rental
Other administrative expenses
Insurance

Communications

Professional and other fees

Loss on legal settlements

Net operating income

Gain on disposition of assets
Unrealized gain on marketable securities

Income before taxes
Income tax expense
Current

" Deferred

Net income

2004

14,374,451

219,489

(6,180)

14,587,760

10,860,219
1,357,757
178,286
133,048
318,272
26,434
309,740
879,464

$

2003
13,392,090
169,266

(7,183)

14,063,220

13,554,173

10,034,066
1,415,661
165,473
140,905
219,970
32,343
545,050
249,425

12,802,893

524,540

0
861

525,401

4,091

4,091

751,280

4,269
0

755,549

13,665

521,310

13,665

See accompanying notes to financial statements.
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' FIRST WALL STREET CORPORATION
l STATEMENTS OF CASH FLOWS
Years Ended December 31, 2004 and 2003
l _ 2004 2003
Cash flows from operating activities:
Net income 521,310 $ 741,884
l Adjustments to reconcile net income to net cash
provided by operating activities:
l Gain on disposition of assets 0 (4,269)
Unrealized gain on marketable securities (861) 0
Depreciation 23,689 25,819
. (Increase) decrease in assets:
Commissions receivable 256,601 (276,725)
l ' Prepaid expenses (7,463) (119,862)
Prepaid taxes (9,909) 10,493
. Increase (decrease) in liabilities:
l Accounts payable and accrued expenses (519,607) 599,679
Income tax payable (2.091) 2,091
l Net cash provided by operating activities 261,669 979,110
' Cash flows from investing activities:
Purchase of marketable securities (395,299) 0
" "Proceeds from sale of assets 0 5,000
l Purchases of equipment and furniture (6,053) (121,464)
l Net cash used by investing activities (401,352) (116,464)
Cash flows from financing activities:
' Dividends paid (650,000) (200,000)
Net cash used by financing activities (650,000) (200,000)
Net (décrease) increase in cash (789,683) 662,646
l Beginning cash and cash equivalents 1,106,805 444,159
l Ending cash and cash equivalents 317,122 $ 1,106,805
. See accompanying notes to financial statements.
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FIRST WALL STREET CORPORATION
STATEMENTS OF CASH FLOWS

Years Ended December 31, 2004 and 2003

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

No interest was paid during the years ended December 31, 2004 and 2003.

Income taxes paid during the years ended December 31, 2004 and 2003 were $16,065 and $1,107,
respectively.

See accompanying notes to financial statements.
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FIRST WALL STREET CORPORATION

STATEMENTS OF CHANGES IN SHAREHOLDER'S EQUITY

Years Ended December 31, 2004 and 2003

Balénce at December 31, 2002
Dividends paid

Net income

Balance at December 31, 2003
Dividends paid

Net income

Balance at December 31, 2004

Number of
Common _
Shares Common Retained
Outstanding Stock Earnings Total
600,000 3 60,000 700,198 $ 760,198
0 0 (200,000) (200,000)
0 0 741,884 741,884
600,000 60,000 1,242,082 1,302,082
0 0 (650,000) (650,000)
0 0 521,310 521,310
600,000 $ 60,000 1,113,392 ‘$ 1,173,392

See accompanying notes to financial statements.
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FIRST WALL STREET CORPORATION
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIM OF GENERAL CREDITORS

Years Ended December 31, 2004 and 2003

There were no liabilities subordinated to the claim of general creditors as of December 31, 2004 and 2003.

See accompanying notes to financial statements.
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FIRST WALL STREET CORPORATION
NOTES TO FINANCIAL STATEMENT

Years Ended December 31, 2004 and 2003

NOTE A: NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

First Wall Street Corporation (the “Company”’) was formed in 1982 and is a licensed securities

broker-dealer under the jurisdiction of the NASD (National Association of Securities Dealers,
Inc.). The Company operates as an introducing broker and sells investments to clients. The
investment sales generate commissions to the Company. Most of the Company’s clients are
located in the Southern California area.

In July of 1997, the Company elected to be taxed under the provisions of Subchapter “S” of the
Internal Revenue Code. Under “S” Corporation status, the annual taxable income and losses of
the Company is reported by the shareholders on their individual Federal and State income tax
returns. No Federal income tax liability will be reflected in the financial statements.

Property and equipment

Property and equipment are recorded at cost. Depreciation is provided by the straight-line
method over statutory periods. The Modified Accelerated Cost Recovery System (MACRS) is
being used for income tax purposes.

Cash and cash equivalents

The Company considers cash and investments with maturity dates of three months or less at the
date of investment to be cash and cash equivalents.

Marketable securities

Marketable securities consist of publicly traded U.S. government obligations which are recorded
at fair market value. They are considered trading securities and unrealized gains are included in
net income.

Concentrations of credit risk

During the years ended December 31, 2004 and 2003, the Company maintained some of their
cash in deposit accounts that are not federally insured. The amount of cash that was not federally
msured totaled $114,866 and $896,948, as of December 31, 2004 and 2003, respectively.

Marketable securities with fair market value of $396,160 at December 31, 2004 are maintained
in a financial institution in an account that is not federally insured.

The majority of commissions receivable as of December 31, 2004 and 2003 are due from
Wedbush Morgan Securities.
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FIRST WALL STREET CORPORATION
NOTES TO FINANCIAL STATEMENT

Years Ended December 31, 2004 and 2003

NOTE A: NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES, continued

NOTE B:

NOTE C:

NOTE D:

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act 0of 1934, the
company is required to maintain a minimum net capital, as defined under such provisions. Net
capital and the related net capital ratio may fluctuate on a daily basis. At December 31,2004 and
2003, the Company had net capital of $723,497 and $838,723, respectively, and a net capital
requirement of $100,000 for the years ended December 31, 2004 and 2003.

SECURITIES INVESTOR PROTECTION CORPORATION MEMBERSHIP

The Company is a member in good standing of the Securities Investor Protection
Corporation.

CLEARING AGREEMENT

The Company entered into an agreement in September of 1982 with Morgan, Olmstead, Kennedy
& Gardner which became Wedbush Morgan Securities in 1988 whereby all security transactions
are cleared through Wedbush Morgan Securities.

12



FIRST WALL STREET CORPORATION
NOTES TO FINANCIAL STATEMENT

Years Ended December 31, 2004 and 2003

NOTE E: LEASE COMMITMENTS

The Company has commitments under operating leases with remaining noncancellable terms in
excess of one year at December 31, 2004, pertaining to rental of office space and equipment.
The lease for office space expires in the year 2009. The aggregate annual rentals for office space
and equipment at December 31, 2004 are approximately as follows:

Year Ending December 31,

2005 $191,000
2006 199,000
2007 207,000
2008 215,000
2009 110,000

$922.000

Total approximate rent expense for premises and equipment aggregated approximately $178,300
and $165,500 for the years ended December 31, 2004 and 2003, respectively.

NOTE F: INCOME TAXES

The provision for income taxes at December 31, 2004 and 2003 is as follows:

2004
Current Deferred Total
Federal $ 0 | $ 0 $ 0
State 4,091 4,091
$ 4,091 $ 0 § 4091
2003
Current Deferred Total
Federal $ 0 $ 0 $ 0
State 13,665 0 13,665
$ 13,665 $ 0 13.665
13



FIRST WALL STREET CORPORATION
NOTES TO FINANCIAL STATEMENT

Years Ended December 31, 2004 and 2003

NOTE F:

NOTE G:

INCOME TAXES, continued

"The Company's total deferred tax assets, deferred tax liabilities, and deferred tax asset valuation

allowances at December 31, 2004 and 2003 are as follows:

2004 2003
Total deferred tax liabilities $ 15,300 $ 18,900
Total deferred tax assets 10,800 14,400
Less: valuation allowance 0 0

10,800 14.400
Net deferred tax liability $ 4,500 $ 4,500

These amounts have been presented in the Company's financial statements as follows:

2004 2003
Deferred income taxes-current $ 4,500 $ 4,500
Deferred income taxes-noncurrent ' 0 0
Net deferred tax liability $4,500 $4.500

Deferred income taxes result from the differences between book and tax income. The timing
differences relate principally to commission income and expense reported on a cash basis for tax
purposes.

PROFIT SHARING PLAN

The Company established a qualified 401(K) plan for all employees over the age of 21 employed
onJuly 1, 1997. Other employees will become eligible after completing one year of service with
the Company. Participants may contribute up to 20% of their pay, subject to certain statutory
limits. The Company may also make discretionary matching contributions. Employees’
contributions are vested immediately and employer contributions are vested over six years of
service with the Company. The Company made no contributions for the years ended December
31, 2004 and 2003.

14



FIRST WALL STREET CORPORATION
NOTES TO FINANCIAL STATEMENT

Years Ended December 31, 2004 and 2003

NOTE H: CONTINGENCIES
There are several legal proceedings against the Company with respect to matters arising in the
ordinary course of business. Legal fees related to these proceedings in the amount of $60,155

have been accrued at the balance sheet date. No provision for losses beyond these legal fees has
been made because the ultimate liability is too uncertain to be reasonably estimated.

NOTE I: SUBSEQUENT EVENT

In January, 2005, the Company settled a lawsuit that arose out of the ordinary course of business
for $200,000. The settlement is covered by the Company’s insurance policy.
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FIRST WALL STREET CORPORATION

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

Years Ended December 31, 2004 and 2003

Total shareholder's equity
Deduct sharcholder's equity not allowable
Total shareholder's equity qualified for net capital

Total liabilities subordinated to claims of general creditors
allowable in computation of net assets

Totai non-allowable assets

Net capifal before haircuts on securities positions

Less: Haircuts on securities
Fidelity bond adjustment pursuant to 3020 (b)(2)
Undue concentration

Net capital

200

1,173,392

0

1,173,392

429,952

2003

1,302,082

0

743,440
(5,477)
(13,000)

(1,466)

1,302,082

430,216

$

723,497

871,866
(14,010)
(13,000)

(6,133)

See accompanying notes to financial statements.
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FIRST WALL STREET CORPORATION

COMPUTATION OF NET CAPITAL REQUIREMENT PURSUANT TO RULE 15¢3-3

For the Year Ended December 31, 2004

Minimum net capital requirement
(6.67% of current liabilities) $

Minimum dollar net capital required

Net capital requirement -
(the larger of the required net capital)

Net capital for year ended December 31, 2004

Nef capital requirement

46,324

100,000

723,497

100,000

100,000

Excess net capital $

623,497

Excess net capital at 1000% (less 10% of total
aggregate indebtedness)

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities from statement of financial condition
Total aggregate indebtedness

Ratio: Aggregate indebtedness to net capital

See accompanying notes to financial statements.

17

654,045

694,516

694,516

0.96




FIRST WALL STREET CORPORATION
SCHEDULE OF RECONCILIATION PURSUANT TO RULE 17a-5(d)(4)

Year Ended December 31, 2004

Reconciliation of computation of net capital pursuant to Rule 15¢3-1

- Dealer's
Unaudited Audited
Report Report
12/31/04 12/31/04 Difference
Total stockholder's equity $ 1,146,487 $ 1,173,392 (26.905)
Deduct stockholder's equity not allowed 0 0 0
Total stockholder's equity qualified for net capital 1,146,487 1,173,392 (26,905)
Total non-allowable liabilities 0 0 0
Total non-allowable assets 397,822 429952 (32,130)
Net capital before haircuts on sccurities positions : 748,665 743,440 5,225
Haircuts on sccurities (5,477) (5477) 0
Fidelity bond adjustment pursuant to 3020 (b)(2) (13,000) (13,000) 0
Undue concentration (254) (1.466) 1,212
Net capital b 729,934 $ 723,497 6,437
Schedule A - Reconciliation of stockholder's equity
Net income per unaudited statement 494,403
Decrease in brokerage, clearing and exchange fees 13,454
Decrease in administration expenses 11,218
Increase in salaries expense (5.225)
Decrease in income tax expenses 9,909
" Increase in depreciation expense (2,449)
Decrease in interest/dividend income (861)
Increase in unrealized gain in securities 861
Net income, audited report 521,310
Capital stock 60,000
Dividends paid (650,000)
Retained earnings, December 31, 2003 1,242,082
Total shareholder's equity 1,173,392

See accompanying notes to financial statements.
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FIRST WALL STREET CORPORATION

SCHEDULE OF RECONCILIATION PURSUANT TO RULE 17a-5(d)(4), continued

Year Ended December 31, 2004

Dealer's
Unaudited Audited
Report Report
12/31/2004 12/31/2004 Difference
Schedule B - Reconciliation of non-allowable
liabilities:
Liabilities subordinated to claims of general
creditors $ 0 $ 0 3 0
Schedule C - Reconciliation of non-allowable
assets:
- Other receivables $ 0 $ 0 b 0
.. Property and equipment - net 118,185 115,735 (2,450)
- Security deposits 0 6,275 6,275
Prepaid expense 279,637 307,942 28,305
Total non-allowable assets $ 397,822 $ 429 952 $ 32,130
Reconciliation of computation of net capital requirement pursuant to Rule 15¢3-3
Minimum net capital requirement
(6.67% of current liabilities) $ 45,952 $ 46,324 $ 372
Minimum dollar net capital required 100,000 100,000 0
Net capital requirement 3 100,000 ) 100,000 3 0
Net capital for year ended December 31, 2004 $ 729,934 3 723,497 $ 6,437
Net capital requirement 100,000 100,000 0
Excess net capital $ 629,934 $ 623,497 3 6,437

The difference of $6,437 is due to the differences of net income, haircuts on securities, and non-allowable assets as

explained in the schedule of reconciliation of net capital pursuant to Rule 15¢3-1.

See accompanying notes to financial statements.
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RUSHALL REITAL & RANDALL

CERTIFIED PUBLIC ACCOUNTANTS

400 SOUTH SIERRA AVENUE

SUITE 200
P.O. BOX 643
SOLANA BEACH, CA 92075
* Independent Auditors' Report on B : PHONE (858) 755-5131
" Internal Accounting Control ' FAX (858) 755-5374

The Board of Directors
First Wall Street Corporation
La Jolla, California

In planning and performing our audit of the financial statements and supplemental schedules of First
Wall Street Corporation (the Company) for the year ended December 31, 2004, we considered its
internal control, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions ofrule
15¢3-3. Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures followed by
the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the SEC’s
above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management’s authorization and
recorded properly to permit the preparation of financial statements in conformity with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.
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February 9, 2005

Because of inherent limitations in internal control or the practices and procedures referred to above,

. error or fraud may occur and not be detected. Also, projection of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design and operation of the
specific internal control components does not reduce to a relatively low level of risk that error or

- fraud in amounts that would be material in relation to the financial statements being audited may
~occur and not be detected within a timely period by employees in the normal course of performing

their assigned functions. However, we noted no matters involving internal control, including control
activities for safeguarding securities, that we consider to be material weaknesses as defined above.

-We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

. the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that

do not accomplish such objectives in all material respects indicate material inadequacy for such

purposes. Based on this understanding and on our study, we believe that the Company’s practices
_and proccdurcs were adcquate at December 31, 2004 to mect the SEC’s objcctives.

This report is intended solely for the information and use of the Board of Directors, management,

~the Securities and Exchange Commission, the National Association of Securities Dealers, and other

regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and is not intended to be and should not be used by

. anyone other than these specified parties.
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